, UNITEDSTATES OMB APPROVAL
/IJ SECURITIES AND EXCHANGE COMMISSION OMB Number; 3235-01 23
: : Washington, D.C. 20549 " | Expires: April 30,2013
Estimated average burden
ANNUAL AUDITED REPORT hours perresponse....... 12.00
'FORM X-1 7A-5 SEC FILE NUMBER
PART Il & 35960
-FACING PAGE
Information Required of Brokers and Dealers Pursuant to Sectmn 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder
REPORT FOR THE PERIOD BEGINNING 01/01/10 AND ENDING_ 12/31/10
‘ MM/DD/YY : MM/DD/YY
A. REGISTRANT IDENTIFICATION
NAME OF BROKER-DEALER:  Grubb & Ellis Securities, Inc. ‘ | OFFICIAL USE ONLY |
ADDRESS OF PRINCIPAL PLLACE OF BUSINESS: (Do not use P.O. Box No.) o FIRM L.D. NO. .

1551 N. Tustin Avenue, Suite 300

(No. and Street)

Santa Ana  CA 92705

(City) ‘ ' 4 (State) ~ (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Richard Arnitz (714) 667-8252

(Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Emst & Young, LLP : _

(Name - if individual, state last, first, middle name)

18111 Von Karman Avenue Suite 1000 ’ Irvine CA 92612 (
_(Address) (City) (State) (Zip Code)
CHECK ONE: N

Certified Public Accountant

[J Accountant not resident in United States or any of its possessions.

11018915

FOR OFFICIAL USE ONLY

Mail processing
*Claims for exemption firom the requirement that the annual report be covered by the opzmon of an% ? whlic accountant

must be supporied by a statement of facts and circumstances relied on as the basis for the exemption. See S&tiion 240.17a-5(e)(2)

WAR 01 201

_ Potential personé who .are to respond to the collection of. e DO
information contained in this form are not required to respond YWashingi s
SEC 1410 (06-02) uniess the form displays a currently valid OMB control number. 110



OATH OR AFFIRMATION

1, Richard Arnitz | , swear (or affirm) that, to the best of -
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(b) Statement of Financial Condition. -

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.
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Report of Independent Registered Public Accounting Firm

Board of Directors
Grubb & Ellis Securities, Inc.

We have audited the accompanying statement of financial condition of Grubb & Ellis Securities,
Inc. (the Company) as of December 31, 2010. This statement of financial condition is the
responsibility of the Company’s management. Our responsibility is to express an opinion on this
statement of financial condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the statement of financial condition is free of material misstatement. We were not
engaged to perform an audit of the Company’s internal control over financial reporting. Our
audit included consideration of internal control over financial reporting as a basis for designing
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the statement of financial condition,
assessing the accounting principles used and significant estimates made by management, and
evaluating the overall statement of financial condition presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all
material respects, the financial position of Grubb & Ellis Securities, Inc. at December 31, 2010,
in conformity with U.S. generally accepted accounting principles.

© i 1 ey L
February 24, 2011 ‘

1102-1233839 1
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Grubb & Ellis Securities, Inc.

Statement of Financial Condition

December 31, 2010

ASSETS

Cash and cash equivalents

Commissions and due diligence receivables from affiliates
Prepaid expenses

Notes receivable from employees

TOTAL ASSETS

LIABILITIES AND OWNER’S EQUITY
Trade accounts payable

Accrued liabilities

Accrued commissions payable

Owner’s equity:
Common stock, units authorized 2,500 without par
value, 1,000 units issued and outstanding
Additional paid-in capital
Retained deficit
Total owner’s equity

TOTAL LIABILITIES AND OWNER’S EQUITY

See notes to financial statements.

1102-1233839

$ 1,221,320
553,233
249,335
176,112

$ 2.200,000

$ 221,207
289,942
834,743

1,345,892

20,650,000
(19,795,892)

854,108

$ 2.200,000




Grubb & Ellis Securities, Inc.
Notes to Statement of Financial Condition

December 31, 2010

1. Organization
Organization and Business

Grubb & Ellis Securities, Inc. (the “Company”) was incorporated on March 10, 1986 in the state
of California and is engaged in business as a broker-dealer, registered with the Securities and
Exchange Commission (“SEC”), and is a member of the Financial Industry Regulatory
Authorities (“FINRA”). The Company’s activity consists primarily of acting as the managing
broker-dealer for sales of real estate securities sponsored by Grubb & Ellis Company (“GBE”),
or its affiliates, which are affiliated with the Company through common ownership.

2. Accounting Policies

Use of Estimates

The preparation of the accompanying financial statements in conformity with U.S. generally
accepted accounting principles (“U.S. GAAP”) requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of income
and expenses during the reporting period. Actual results could differ from those estimates.

Basis of Presentation

The accompanying financial statements have been prepared in accordance with U.S. GAAP and
in the format prescribed by Rule 17a-5 under the Securities Exchange Act of 1934 for brokers
and dealers in securities.

Cash and Cash Equivalents

The Company considers all cash accounts, which are not subject to withdrawal restrictions or

penalties, certificates of deposit and money market funds purchased with an original maturity of
three months or less to be cash equivalents.

1102-1233839 3



Grubb & Ellis Securities, Inc.

Notes to Statement of Financial Condition (continued)

2. Accounting Policies (continued)
Concentrations of Credit Risk

The Company maintains its primary checking account and a money market account at one
financial institution located in California. The accounts at this bank are insured by the Federal
Deposit Insurance Corporation (“FDIC”) up to $555,512. At December 31, 2010, the Company’s
uninsured cash balances totaled $665,808. The Company has not experienced any losses in such
accounts and management believes it places its cash on deposit with financial institutions which
are financially stable.

Financial Instruments

The carrying amounts of commissions and due diligence receivables from affiliated entities,
other receivables, accounts payable, accrued liabilities, payable to broker-dealers, and due to
related parties approximate fair value because of the short maturity of these financial
instruments.

Common Control

Because the Company and certain related parties are under common ownership, reported
operating results and/or financial position of the Company could significantly differ from what
would have been obtained if such entities were not under common control.

Allowance for Uncollectible Receivables

The Company believes that all receivables from affiliated entities and commissions receivable
will be collected by the Company; accordingly, the accompanying financial statements do not
require an allowance for uncollectible accounts.

Taxes

Based on its evaluation under Accounting Standards Codification 740-10, Income Taxes, the
Company has concluded that there are no significant uncertain tax positions requiring

recognition in its financial statements, nor has the Company been assessed interest or penalties
by any major tax jurisdictions.

1102-1233839 4



Grubb & Ellis Securities, Inc.

Notes to Statement of Financial Condition (continued)

3. Transactions with Related Party

Commission Revenues

Commission revenues include commissions, due diligence, and marketing fee revenues which
are generated from the sales of securities sponsored by GBE and NNN Realty Advisors, Inc.
(affiliate). Receivables related to commission and due diligence fees due from affiliated parties
totaled $553,233 as of December 31, 2010.

Administrative Expenses

The Company shares its office space with GBE through an expense sharing agreement which
remains in effect until either party provides 90 days written notice. This agreement (“the
Agreement”) stipulates GBE will provide personnel and office space to the Company as needed,
and pay the ordinary operating expenses of the Company, and those expenses arising from
written contractual obligations incurred by the Company, as necessary to maintain the
Company’s compliance with all applicable capital and financial responsibility regulations.

Notes Receivable From Employees

Notes receivable from employees as of December 31, 2010 is comprised of $175,000 of short-
term notes due from employees and $1,112 of interest receivable from the notes.

4. Prepaid Expenses

Prepaid expenses as of December 31, 2010 is comprised of $114,066 in prepaid marketing costs,
paid by the Company on behalf of certain contracted third-party broker dealers, $103,300 in
prepaid sales conference fees, which will occur in 2011, and $31,969 in required regulatory fees,
which includes both 2011 FINRA membership charges and prepaid insurance expenses.

5. Income Taxes

GBE files a consolidated federal income tax return and a combined California return which
includes the Company. The Company and its affiliates participate in a tax-sharing agreement
with GBE. Under the tax-sharing agreement, the Company pays to, or receives from, GBE an
amount essentially computed as if the Company filed a separate return, except that items such as
net operating losses, capital losses, investment tax credits or similar items, which might not be
immediately recognizable in a separate return, are allocated according to the tax-sharing

1102-1233839 5



Grubb & Ellis Securities, Inc.

Notes to Statement of Financial Condition (continued)

5. Income Taxes (continued)

agreement and reflected in the Company’s provision to the extent that such items reduce the
consolidated federal tax liability for financial reporting purposes, which arise from the timing of
accrued compensation and the federal benefit for state taxes.

The Company accounts for its income taxes under ASC 740 which uses an asset and liability
method. The objective of the asset and liability method is to establish deferred tax assets and
liabilities for the temporary differences between the financial reporting basis and the tax basis of
the Company’s assets and liabilities at enacted tax rates expected to be in effect when such
amounts are realized or settled. The principal temporary differences in the recognition of income
and expense for tax and financial reporting purposes arise from the timing of recognition of
accrued compensation and net operating losses (which expires in 2030).

Significant components of the Company’s deferred tax assets for federal and state income taxes
are as follows:

Deferred tax asset:

Accrued compensation $ 17,903
Net operating loss 1,870,871
Valuation allowance (1,890,532)
Other temporary differences 1,758
Total deferred tax asset $ -

6. Net Capital Requirements

As a registered broker-dealer, the Company is subject to the SEC’s Uniform Net Capital Rule
(“Rule 15¢3-17), which requires the maintenance of minimum net capital and requires that the
ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1.

At December 31, 2010, the Company had net capital of $371,678, which was $281,952 in excess

of its required net capital of $89,726. The Company’s ratio of aggregate indebtedness to net
capital was 3.62 to 1 at December 31, 2010.

1102-1233839 6



Grubb & Ellis Securities, Inc.

Notes to Statement of Financial Condition (continued)

7. Commitments and Contingencies

The Company is involved in various securities arbitration claims arising out of the ordinary
conduct of its business, including its position as a managing broker-dealer that organizes broker-
dealer selling groups. While it intends to vigorously defend the pending claims, there are
uncertainties inherent in the ultimate outcome of such matters and it is difficult to determine the
ultimate costs that it may incur. The Company believes the resolution of such uncertainties and
the associated costs will not have a material adverse effect on its financial position or results of
operations, but at this time, it is unable to predict the outcome of these claims and the possible
loss, if any, associated with the resolution of these claims or any potential effect they may have
on the Company or its operations. :

8. Subsequent Events

The Company evaluates subsequent events up until the date the financial statements are issued.
As of February 24, 2011, no material subsequent events have occurred.

1102-1233839 7
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Report of Independent Accountants on Applying Agreed-Upon Procedures

To the Shareholder and Management of Grubb & Ellis Securities, Inc.:

We have performed the procedures enumerated below, which were agreed to by the management
of Grubb & Ellis Securities, Inc. (the Company), the Securities Investor Protection Corporation
(SIPC), the Securities and Exchange Commission, and the Financial Industry Regulatory
Authority, in accordance with Rule 17a-5(¢)(4) of the Securities Exchange Act of 1934. We
performed the procedures solely to assist the specified parties in evaluating the Company’s
compliance with the applicable instructions of the General Assessment Reconciliation (Form
SIPC-7) for the year ended December 31, 2010. The Company’s management is responsible for
the Company’s compliance with those requirements. This agreed-upon procedures engagement
was conducted in accordance with attestation standards established by the American Institute of
Certified Public Accountants. The sufficiency of these procedures is solely the responsibility of
those parties specified in this report. Consequently, we make no representation regarding the
sufficiency of the procedures described below either for the purpose for which this report has
been requested or for any other purpose.

The procedures we performed and our findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash
disbursement record entries, reviewing check copies and bank statements to determine
that the assessment payments were paid.

From our procedures performed as stated above, no exceptions were noted.

2. Compared the amounts derived from the audited Form X-17A-5 for the year ended
December 31, 2010 with the amounts reported in Form SIPC-7 for the year ended
December 31, 2010.

From our procedures performed as stated above, no exceptions were noted.

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and
working papers provided to us by management of the Company.

From our procedures performed as stated above, no exceptions were noted.

1101-1219854 1
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4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the
related supporting schedules and working papers supporting the adjustments.

From our procedures performed as stated above, no exceptions were noted.

We were not engaged to and did not conduct an examination, the objective of which would be
the expression of an opinion on compliance with the applicable instructions of the Form SIPC-7
for the year ended December 31, 2010. Accordingly, we do not express such an opinion. Had we
performed additional procedures, other matters might have come to our attention that would have
been reported to you.

This report is intended solely for the information and use of the specified parties listed above and
is not intended to be and should not be used by anyone other than these specified parties.

St + MLLP

February 24, 2011

1101-1219854 2
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SEVURITIED INVES TURK.FPRUTEUITUN GURFPUKA HUN
P.0. Box 92185 Washington, D.C. 20090-2185
202-371-8300

General Assessment Reconciliation

SIPC-7

(33-REV 7/10)

SIPC-7

(33-REV 7/10)

For the fiscal year ended , 20
{Read carefully the instructions in your Working Copy before completing this Form)

TO BE FILED BY ALL SiPC MEMBERS WITH FISCAL YEAR ENDINGS

“fName of Member, address, Designated Examining Authority, 1934 Act registration no. and month in which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:

Note: If any of the information shown on the mailing label

036360 FINRA DEC : requires correction, please e-mail any corrections to
GRUBB & ELLIS SECURITIES INC 2121 form@sipc.org and so indicate on the form filed.
1551 N TUSTIN AVE STE 300 .

SANTA ANA CA 82705-8638

Name and telephone number of person 1o contact
respecting this form.

L—— l Clotl e LA T G 7 C-9322
I

2A Ger;;}.él Assessment (item 2e from page 2) $ J/’
B. Less payment made with SIPC-6 filed {exclude interest) ( 5 3350
Date Paid
C. Less prior overpayment applied {
' L e )
D. Assessment balance due or {overpayment) >, g 'Z»CT
E. Interest computed on tate payment (see instruction E) for______days at 20% per annum
- g (7
F. Total assessment balance and interest due {or overpayment carried forward) $ 24 ¢ 2(7
G. PAID WITH THIS FORM:
Check enclosed, payable to SIPC X ,
Total (must be same as F above) $ ?> ; 5 Z-C?
H. Overpayment carried forward $( )

3. Subsidiaries (S) and predecessors (P} included in this form (give name and 1934 Act regisiration number):

The SIPC member submitting this form and the
person by whom it is executed represent thereby &L’L/ 22 R LS SCCL/PL i (Z‘) JnC

that all information contained herein is true, correct
and complete.

{Name of Corperation, Partnesship or other mgamzauon,

{Authorized Signature)

Dated the day of , 20 . Cf= O

{Titte]

This form and the assessment payment is due 60 days after the end of the fiscal year. Retain the Working Copy of this form
for a period of not less than 6 years, the latest 2 years in an easily accessible place.

B2 Dates:

= Postmarked Received Reviewed

| % 8]

== Calculations Documentation_______ Forward Copy
o=

¢ Exceptions:

B

&2 Disposition of exceptions:



DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT

Amounts for the fiscal period_
beginning Soxwe 1 2010
and ending Pec 34 2010

Eliminate cents

ltem No. ~ [ f ?

2a. Total revenue (FOCUS Line 12/Part lIA Line 9, Code 4030) $ -4;7 ot // /6 _

ok, Additions T e S,

{1) Total revenues from the securities business of subsidiaries (except foreign subsidiaries) and
predecessors not included abave.

{2} Net loss from principal transactions in securities in trading accounts.

{3) Net loss from principal fransactions in commaodities in trading accounts.

(4} Interest and dividend expense deducted in determining item 2a.

(5) Net loss from management of or participation in the underwriting or distribution of securities.

(6) Expenses other than advertising, printing, registration fees and legal fees deducted in determining net
profit from managemeni.cf.or participation in.underwriting or. distribution of secuzities

{7) Net loss from securities in investment accounts.

2,76 (49

Total additions

2¢. Deductions:

{1} Revenues from the distribution of shares of a registered open end investment company or unit
investment trust, from the sale of variable annuities, from the business of insurance, from investment
advisory services rendered to registered investment companies or insurance company separate
accounts, and from transactions in security futures products.

{2) Revenues from commodity transactions.

{3) Commissions, floor brokerage and clearance paid to other SIPC members in connection with
securilies transactions.

{4} Reimbursements for postage in conriection with proxy solicitation.

(5) Net gain from securities in investment accounts.

{6) 100% of commissions and markups earned from transactions in (i) certiticales of deposit and
{ii} Treasury bills, bankers acceptances or commercial paper thal mature nine months or less
from issuance date,

(7} Direct expenses of printing advertising and legal fees incurred in connection with other revenue
related to the securities business {revenue defined by Section 16(9){L) of the Act).

{8) Other revenue not related either directly or indirectly to the securities business.
{See Instruction C):

i pﬁ'e/egﬁr Z WEOHLE ‘ 1 7 ) cC gl

{9) (i} Total interest and dividend expense {(FOCUS Line 22/PART IIA Line 13,
Code 4075 plus line 2b(4) above} but not in excess

of total interest and dividend income. $
{it) 40% of margin.interesi earned on cusiomers securities
accounts (40% of FOCUS line 5, Code 3960). $
rv
Enter the grealer of fine (i) or (ii) C/
Total deductions f 7_, (_‘Q‘(Q
2 747 :
2d. SIPC Net Operating Revenues $ = ! é"ﬁ’r é ( 1
.f\ .—m,’
2¢. General Assessment @ .0025 $ é/é)’ Q %

(to page 1, line 2.A.)



Ernst & Young LLP

Assurance | Tax | Transactions | Advisory

About Ernst & Young

Ernst & Young is a global leader in assurance,

tax, transaction and advisory services.

Worldwide, our 144,000 people are united by

our shared values and an unwavering commitment to
quality. We make a difference by helping our people, our

clients and our wider communities achieve their potential.

For more information, please visit www.ey.com.
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